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COMPLAINANT: Ryan Hampton, Financial Director, Peter Deutich
for Senate

RESPONDENTS: Alex Penelas US Senate Campaign and Carlos M.
Trueba, as treasurer
CarePlus Medical Centers, Inc.
Michael B. Fernandez
Heriberto Valdes

RELEVANT STATUTES
AND REGULATIONS 2 U.S.C. § 441b(a)
11 CFR. § 103.3(b)
11 CRF. § 110.6(d)(2)
11 CFR. § 114.2(f)
INTERNAL REPORTS CHECKED: Disclosure Reports

FEDERAL AGENCIES CHECKED: None

L INTRODUCTION

This matter involves alleged corporate facilitation of campaign contributions to Alex
Penelas US Senate Campaign (“Penelas Commimee").' The complaint, citing to an article
published in The Miami Herald (Attachment 1 at 1-4), alleges that the Penelas Committee

“knowingly accepted contributions made by employees and vendors of CarePlus Medical

"' The Peneins Commitaee is Alex Penelas’ principal oampaign committee, Penelas Comminwe Statenmmt of

Organization (Agril 8, 2003). Alex Penelas is a candidate for the U.S. Senate seat being vacated by Senator Bob
Graham. The primary election is scheduled for Auguat 31, 2004,
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Centers, Inc. (“CarePlus”), which were solicited in an illegally coercive manner.” Complaint at
1. The email solicitation, allegedly written by Heriberto (“Bert™) Valdes, Vice President of
CarePlus, was directed to “all physicians and executive level staff” at CarePlus and stated, inzer
alia, that they were expected to donate. See Exhibit 4 to the complaint. The Penelas Committee,
which learned about this fundraising solicitation, later accepted $49,000 in campaign
contributious from Can/Plus employwes and their spewses withuut making any efforts tv
deteemine whesher the contributions weee entread. As diecessod more fsily helony, hesed on the
complaint, the regponses, and pablicly available information, this Office recommends thet the
Commission make reason to believe findings against each of the above-captioned respondents

and open an investigation into this matter.

IL AL EGAL YSI
A. CarePlus
1. Background

CarePlus operates 12 medical clinics in south Florida. Jim DeFede, Fundraisiné effort
raises concerns, The Miami Herald, March 30, 2003 (Attachment 1 at 1). Michael B. Fernandez
is owner and chief executive officer of CurePlus. /d. Fesnandez, who is a membor of Mismi-
Dade Couxty Miayor Alex Pinelas’ Healthcars Access Task Foree, ts elms 8 suaperter of Muyor
Panelas’ campaign fior the U.S. Senate. /d. Fernandez reportedly instnicted Valdes to collact
contributions fmm CarePlus employees for Mayor Penelas’ Senate campaign. /d. Valdes
subsequently met with the administrators of CarePlus’ medical centers and discussed Mayor
Penelas’ candidacy. CarePlus Response, Statement of Heriberto Valdes (“Valdes Statement™)

9 7. According to Valdes, one of the administrators, Jesus Vidueira, asked for “written talking
points about Mayor Penelas that he could use when soliciting people.” .Id. 1 8. Valdes stated
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that “around midnight” on March 23, 2003, he drafted an email on his home computer and sent it
to Vidueira. Jd. 4 10. Valdes further stated that Vidueira was “free to send it to any other
interested administrators.” Jd.§9. Valdes belicves that Vidueira “forwarded the email, or some
version of it, to four other administrators.” Jd. §11.

The March 24, 2003 email (*“March Z4 email”) submitted as Exhibit 4 to the complaint
states, in pertinent part:

Tha follewing is directed to all physicians and executive level staff at
CarePlus Medical Centers Inc. Mr. Michael B. Femandez, owner and
Chief Executive Officer of CamePlus Medical Centess Inc. is asking for
your help. Alex Penelas, Dade County Mayor and strong supporter of
Mike Femandez and CarePlus Medical Centers is running for United
States Senate. * ** Mr. Mike Femandez is asking each of you for &
$1,000.00 campaign contribution for the Alex Penelas for Senate
Campaign. The deallline for this contribution is Friday the 28™. He has
asked for an ececunting of the individuals that donate and those that did
not. Hb will be cumitacting the individuuls that donate to tamik you
personaily. * * * As pminful s this sy s, it wiill mot be any emier
tomerraw 50 puil ont your chenkinmks sxd write the chmnk taday to the

- order of Alax Penelrs for Senate and ithe rhamk must be dated April 2,
2003 or later. All physicians, large vendors and executive level staff will
be expected to donate. Thecenter administrator has been assigned to
collect and submit the contributions to Ed Rubio, Director of Operations.

The em:il concludes, “Sirourely, Bert Valdos, Vice President; Ue. Jose Pervz, Mwdioal
Director.”

Thc text of the amail is in dispute. Valdss “helicws” thet the document attashed to the
complaint differs from his original email, which he has been unable to locate. Valdes Statement
§ 12. Valdes claims that while he encouraged Vidueira to “approach physicians, large vendors,
and executive level staff,” “[t]here was no ‘expectation’ that these persons would contribute in
the sense of a requirement.” Jd. §13. Valdes, however, did not deny that the sentence “All

? We huve no informwsion repmding Dr. Pemz's role, if uny, in commumtion with the solicitation. CarePlus’
response did not include a sworn statement from Dr. Perez.
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physicians, large vendors and executive level staff will be expected to donate” appeared in his
original email. /d. Valdes also claims that his email “did not ask that non-contributors be
tracked.” /d. § 15.

The Miami Herald, which quoted portions of the email in its March 30, 2003 article,
asked Javier Soto, Mayor Penelas’ chief of staff, to comment on the email. Soto reportedly
stated that he was enaware of the email. Jira DeFete, supra, (Attachment 1 at 2). After
obtmining a aopy of the amnail from CaroPlus, Soto reportadly told The Minmt Heralii thst his
copy did not include the sentencn “that talked abtmut physicions and execusive lavel staff being
‘expected to donate.”” Id. at 3.

Femandez, too, stated he was unaware of Valdes’ email until The Miami Herald
questioned him about it.> CarePlus Response, Statement of Michael B. Fenandez (“Fernandez
Statement™) § 7. On April 1, 2003, two days after The Miami Herald’s article was published,
Fernandez sent an email to the medical center administrators. /d.§9. In his email, Fernandez
told his employees that he did not authorize the email requesting contributions to Mayor Penelas’
Senate campaign, that the email should be disregartied in its entirety, and that any contrtbutions
received as a nesult of the email should be reterned. Femandez’s email further stated that he
intendisd to hold n fondriticar fixn Mayos Perselas end tirat anyone iniornoted mmay oondrilmts: at that

time. The email corcinded, “You may refune to contribuse without neprisal ard contributions ta

3 Valdes claims that he “had not discussed, much less cleared, this email with Mr. Fernandez . . . .” Valdes
Statement { 14.
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Penelas for Senate o any other candidate committee are strictly voluntary.™ Attachment A to
Femandez Statement. A week after Fernandez sent his email, The Miami Herald reported that
“employees who were pressured to write checks for Alex Penelas’ Senate campaign were given
those checks back.” Jim DeFede, Was helping hand from strong arm? The Miami Herald, April
8, 2003 (Attachment 1 at 5).

Femnandez's fundreiser for Mayor Penelas took place on May 8, 2003, at Femandez’s
house. Penaias Committee Response, Carles M. Trunba Affidavit 4. Mons than $75,000 wns
raised & the fulraiser. Penelas Committes Respovse, Nelsen Hincapie Affidavit § 5.
According ta Hincapie, assistant to the Penelas campaign’s finance director, the only checks the
Penelas Committee received from Fernandez’s efforts came from the fundraiser. /d. 4. The
itemized contributions collected from the Fernandez event totaled $74,000.° Penelas
Committee’s July 15 Quarterly Report of Receipts and Disbursements (July 16, 2003). Thirty-
three (33) of the 57 itemized contributions, totaling $35,000, came from physicians and
executive level staff of CarePlus and a sister company, CarePlus Health Plans, Inc.

2. Analysis

The greneeemon of the complaint is that CaroPlus illogmlly solicited its exnployess for
cﬁntributions to Mayor Penelas’ Sanate campaign. Under the Federal Election Campaign Act of
1971, as amended (“Act”), corparations are pecmittad to comrﬁmimte ta their atockholders sod
executive or administrative personnel and their familics on any subject. 2 U.S.C.

§ 441b(b)(2)(A). Such communications can include a solicitation or suggestion that they

* OnMarch 31, 2003, Fernandez retained a law firm to brief CarePlus’ executives, provide handouts, and review
and approve invitations and procedures for his May fundraiser and any firture fundraising activiiy. Fernandez
Statement § 12. Fernandez's April 1, 2003 email appears to comply with the requirements of 2 U.S.C.

§ 4416(b)3XC).

5 According to Hincapie, 11 checks totaling $2,100 were also received from that event. Hincapie Affidavit§ 5.
Those checks were apparently reported as unitemized contributions.
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contribute to a particular candidate, “so long as the corporation limits its activity to
communication only and does not actually facilitate the making of the member’s contribution to
the candidate.” Advisory Opinion 1987-29 (citing 11 C.F.R. § 114.3).

The Commission’s regulations define “facilitation” as “using corporate . . . resources or
facilities to engage in fundraising activities in connection with any federal election . . . ™
11 C.A.R. § 114.2(f)1). Facilitation also can invelee “[u}8ims osercion, sexh as the threst of a
detrimental job astion, the threat of any sthes financisl reprisal, or ihe thaeat of ferce, te urge any
individua! to meke a contribution or engage in fundraising artivitics on behaif of a candidate or
political committee.” 11 C.F.R. § 114.2(f)(2)(iv).

The March 24 email appears to coercively solicit contributions to the Penelas Committee.
Although the email does not expressly threaten detrimental job action, financial reprisal, or force,
the gist of the message was that certain employees were “expected” to contribute to the Penelas
Committee and that Fernandez — the boss — would not look favorably upon those who did not
contribute. First, the email says that Fernandez is asking for the contribution. Thus, recipients of
the email know that the person who is altimately responsible for making decisions regarding
salaxvies, boruses, and premiotions is uskitiy them to contribute. Secomd, it ®ates that Femandex
has sshed fiir aa acoouriting of the individuals wio da and do nat comtributo. As suck, Famandez
will kow who has not camplied with his request for cantributions. Third, and most
significantly, it allegedly states that all physicians, large vendors, and executive level staff are

“expected” to contribute, thereby signifying that this is a requirement and not merely a request.

® The Act's broad prohihition on corporate contributions (2 U.S.C. § 441b(a)) extends to “anything of value™ given
to any canditiate th connection with any federal efectrom 2 U.N.C. § 441b(b)(2). When & corporation fundraises for
a federal candidate and the campaign accepts contributions collected by the corporation, the committee has accepted
somathing of value frem thmi corporatien. See MUR 3987 (Friends of Jane Hasmap) (Comanission found prokabie
cause to believe that Committee violated section 441b(a) by accepting contributions that were solicited, collected,
and forwarded by corporate employees).
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The purpose of this email apparently was to coerce certain CarePlus employees into making a
$1,000 contribution to the Penelas Committee.

Fernandez claims that he has “never coerced any employee to attend a fundraiser, make a
political contribution, or otherwise engage in political activity.” Femandez Statement § 13.
However, it appears that this was not the first time CarePlus employees were coerced into
making campilgn contribntions to a cendidate Femnaedez supperted. According to The Miami
Herald, in April of 2002, Ferarxisz sent a letser 10 sompany employces soliciting cantributisns
to Sanatar Bill Nelson’s smmpaign comxmittes. The lgtter stated, “this is nat a zequirement, but a
request.” lim DeFede, supra, April 8§, 2003 (Attachment 1 at 5-6). Yet, according to The Miami
Herald, “[tjwo employees who received the letter said despite the language that this was only a
‘request,” supervisors at the clinics told them they were expected to donate.” /d. at 6. One
employee stated, “The administrator told me that a list was going to be kept of who did and did
not contribute because Michael [Fernandez] had asked for a list.” /d.

Similarly, the March 24 email informed employees that Fernandez “has asked for an
accounting of the individuals that donate and those that did not.” Complaint, Exhibit 4. One
CarePlus employve repertedly told The Miami Herald, “To téll nre that & list wus going te be
kept, and that we axe going to know wio did.md did nat eontribute, it was just too muzh stromg-
amming fer me.” Jim DeFede, aupra, April 8, 2003 (Attachment 1 at 5). We agree and therefore
conclude, if true, that the March 24 email was a coercive solicitation.

The next question is whether any CarePlus employees contributed to the Penclas
Committee as a result of the March 24 email. Fernandez’s Aprii 1, 2003 email “directed that any
contributions received as a result of that email be retumned.” Attachment A to Fernandez
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Statement. The Miami Herald subsequently reported that the contributions were retumed.” Jim i
DeFede, supra, April 8, 2003 (Attachment 1 at 5). Yet, one month later, 33 physicians and
executive level employees of CarePlus and CarePlus Health Plans made contributions to the
Penelas Committee, ranging from $250 to $2,000.% In addition, ten “Benefits Consultants”
contributed $200 each and omre gave $100 to the Penelas Committee. CarePlus Response. More
information is meeded to deteemine if any individuals were ceerced into making their
cantributions. Howevrr, given the: rwrisage af the March 24 emuiil, tiee soarciwe tactics
reportadly employed by CarcPlus supscvisass in raicing funds for Senatar Nelson’s 2002 .

campaign committee, and the employee responses to the email and the Nelson matter reported to

the press, we believe Complainant’s allegations warrant an investigation.

Moreover, not only is it possible that some of the contributions were coerced, some of the
contributions may have been collected by CarePlus employees and forwarded to the Penelas
Committee in violation of the Act as well. The March 24 email stated, “The center administrator
has been assigned to collect and submit the contributions to Ed Rubio, Director of Operations.”
Complaimt, Exhibit 4. Corporate Facilitation includes collecting earmaked contributions and
delivering thusn to the wandidaie. See Advisory Opimien 1986-4. For a corposation to pusparly
collect and forward costributinms exrmarioxd to 8 cuniciats, such nativity nust be pexfosmed by
the sorposstion’s separate segregitad fund, in reoozdance with the provisions of 11 C.F.R.

§ 110.6; otherwise, such activity is considered improper facilitation. 11 CF.R. § 114.2(£)(3)(ii).
CarePlus does not have a separate segregated fund.

7 The Committee’s repor did net disclose tiie alieged contributiens or reference any refunds.
* Twenty employees made $1,000 contributions, six gave $2,000, and seven gave $500 or less.
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Based on the information presently available, it is not clear whether any of the

|
contribution checks were collected by CarePlus employees prior to the fundraiser. CarePlus did I \
not provide any information in its response regarding how the contribution checks were l
delivered to the Penelas Committee. The Penclas Committee, in its response, did not answer this
question either. Hincapie, assistant to the Penelas campaign’s finance director, nzerely stated that
the cirecks fiom the fundraisor were delivered ® hitn by Fred Memchem, thes Peaclus
campaign’s Smance éiroctor. Hinoapie Affidavit§ 3. Memachem reportedly danisd that
coatribution chegks were collected ahead of time. Peter Wallsten and Jason Grotto, Many
Penelas donors linked to firm's chief, The Miami Herald, July 23, 2003 (Attachment 1 at 9).
Yet, in light of the March 24 email, which directed center administrators to collect and submit
the contributions to Ed Rubio, Director of Operations (Exhibit E to the complaint), and
Fernandez’s April 24, 2002 letter instructing employees to mail their contributions to Senator
Nelson’s campaign to Ferandez at the office (Jim DeFede, supra, April 8, 2003 (Attachment 1
at 6)), we believe that the circumstances surrounding the collection and forwarding of the
CarePlus employees’ contributions to the Penelas Committee should be investigated as well.
Acourdingly, this Office recomseonds that tise Coramission fisix rexson to believe that
CarePlus Mexieal Centars, Iue., Miclinel B. Femnssmins, and Heribeato Veldes violated 2 U.S.C.

§ 441b(a).?

° Directors and officers of a corporation are lisble under the Act for consenting to corporate contributions and '
expenditures that violate the Act. 2 U.S.C. § 441b(a).
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B. Alex Penelas US Senate Committee

1. Background

According to Carlos M. Trueba, the Penelas Committee’s treasurer, he became aware of
the March 24 email and the controversy surrounding the solicitation of CarePlus employees
when the March 30, 2003 article was published. Trueba Affidavit§ 2. Four days later, on April
3, 2003, Tlve Miami MNerald published an article queRioning whether Mayor Penelas, directly or
through intermndiarics, asked Fernaadez to stwt raising maney brfore tha camfiaign accaunt =ras
opaned.'® Jim DeFede, Did fundrising breck tha rules? Thr Miami Herald, Aprii 3, 2003
(Attachment 1 at 10-12). Mayer Penelas’ spokesman, Ric Katz, reportedly stated, “na one
connected to the mayor authorized anyone at CarePlus to start raising money.” Id. at 11. Katz
also told the newspaper, “the money raised by CarePlus would not be accepted by Penelas.” /d.
The April 3, 2003 article also drew attention to the passage in the March 24 email that dealt with
the collection of contribution checks by company officials. 4. at 10.

On April 8, 2003, The Miami Herald published another article concening the March 24
emau;l. In that article, The Miami Herald reported that the “employees who were pressured to
write checks for Alex Penclas’ Senate campaign were given those checks baok.” Jim DeFede,
supra, April 8, 3003 (Atachmment 1 at 5). Thds astiele also painted out that CasePlos employpes
were pressurad into making contributions to Senatar Nelson'’s campaign comsnittee in April of
2002. Id. at 6.

19 Mayor Penclas officially began his campaign for the U.S. Senate and opened his campaign account on April 2,
2003. Penelas Committee Statement of Organization (April 8, 2003) at 5.
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Sometime after Fernandez’s May 8, 2003 fundraiser, the Penelas Committee received
contribution checks from that event.!' Trueba Affidavit§ 3. Hincapie examined the checks to
verify the names, employers, and occupations of the contributors. Hincapie Affidavit § 3.
Trueba reviewed a printout of the contributions. Trueba Affidavit§ 3. However, neither
Hincapie nor Trueba questioned the legality of the contributions; they merely assumed that the
CarePlus eniployees’ contributions were in connection with the fundraiser and not the March 24
emmil. Hinzapie Afifidnvit § 4, 5; Truzbe Affidavit§4. Finally, the Penvias Conemittee has yat
returned, and, repertedly, does not plan to return, the contributions. Ken Thomas, Deutsch fikes
FEC complaint over Penelas fund-raising, Naples Daily News, July 24, 2003 (Attachment 1 at
13-14).

2. Analysis

The basis of the complaint against the Penelas Committee is that it knowingly accepted
illegally solicited contributions from CarePlus employees. Complaint at 1. The Act makes it
illegal for political committees to knowingly accept or receive contributions from prohibited
sources such as corporations. 2 U.S.C. § 441b(a).

Under the Act, the Penelas Committee's tieasurer is rospemsible for exanvining all
cozitributinas for eviimnoe of idegality. 11 C.F.R. § 103.3(b). Contributions that, when received,
present genuine questions as te whather tirey wane made by sorpamtions or othar prohibited
sources may either be deposited into a campaign depository or retumed to the contributor within

ten days of the receipt. If any such contribution is deposited, the treasurer shall make his or her

" As discussed ahave, it is not clear who collected the checks and delivered them to the Penelas Committee. In its
response 1o the complpint, ihe Penclas Cammittee claimed that “checles wvere received m fhat eveirt by canypaign
volunteers.” Penelas Committee Response at 2. The Penelas Committee, however, tendered no evidence to support
that claim.
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best efforts to determine the legality of the contribution. 11 C.F.R. § 103.3(b)(1). See Advisory
Opinion 1995-19.
Advisory Opinion 1995-19 is instructive on the issue of a treasurer’s duty when
confronted with information that contributions received by the committee may be illegal. There,
the treasurer of the Indian-American Leadership Investment Fund (“Fund”) learned from a
reporter that some of the imdividuals who contributed to tlie Fund did net appear to have the
finanaial means to makn ceméribaltions in the smount they mmde. An artiole cantairing thace
allegations later appsared in the newepaper. Advisory Opinian 1995-19 at 1. Tha Fund’s
treasurer requested the advisory opinion because the checks, on their face, did not present a l
question of their legality and the treasurer had no information verifying the illegality of the !
contributions other than what was reported in the newspaper. /d. at 2. The Commission
concluded, “These circumstances present a sufficient basis to question the legality of at least
some of the contributions at issue.” /d. at 4. The Commission advised the Fund’s treasurer that

he should either (1) contact the contributors by mail and request a signed statement confirming

the legality of the contribution, or (2) contact the contributors by telephone, request oral
conformation of the legality of the contributions, and memioridlize the vonversations in & written
meznmmsidum. /d. ut 2.

Here, by the time the Penelas Committee accepted the CarePlus employees’ campaign
contributions, the Committee was already aware of the questionable methods employed by
CarePlus executives to obtain contributions from its employees. Trueba stated that he became
aware of the situation when The Miami Herald article appeared on March 30, 2003. Trueba
Affidavit § 2. In addition, between March 30, 2003 and May 8, 2003, there were two other

Miami Herald articles questioning CarePlus’ fundraising activities. One of these articles
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included a statement by a former FEC General Counsel explaining that the alleged collection of
contribution checks by CarePlus officials is prohibited corporate activity called bundling. Jim
DeFede, supra, April 3, 2002 (Attachment 1 at 10). Moreover, Mayor Penelas® spokesman told
The Miami Herald that Penelas would not accept the money from CarePlus. /d. at 11. These
circumstances present a sulficierit basis to question the legality of the CarePlus employees’
contributiens. See 11 C.F.R. § 103.3(b).

Therefore, this Office recommends the Commission find reason to believe Alex Penelas
US Senate Campaign mi Carlos M. Trueba, as treasurer, violated 2 US.C. § 441b(a).
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Iv. RECOMMENDATIONS

1.

Find reason to believe that CarePlus Medical Centers, Inc. violated 2 U.S.C.

§ 441b(a).

Find reason to believe tkat Michael B. Fernandaz violated 2 U.S.C. § 441b(a).
Find rexson ® believe that Heriberto Valdes violated 2 U.S.C. § 441b(a).

Find reason to believe that Alex Penelas US Senste Catmaign mai Carlos M.
Trueba, as treasurer, violated 2 U.S.C. § 441b(a).

Approve the attached Factual and Legal Analyzes.

Approve the appropriate letters.

Lawrence H. Norton
General Counsel

7~

v : & /i ﬁ/‘k . )
BY Rhonda?Vo /

Associate General Counsel
for Enforcement
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Cynthia E. Tompkms%

Assistant General Counsel
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Jack A. Gould

Renee D. S.Dalzmann W—
Attorney
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_ Fundraising effort raises concerns

In a few weeks, Miami-Dade County Mayor Alex Penelas is expected to formally
announce he's running for the United States Senate. As is always the case in politics,
money will be 8 major factor in determining whether his campaign will be successful.

His main rival for the Democratic nomimmtion, U.S. Rep. Peter Deutsch, already has a
campaign war chest of $2.5 million.

One person sager to halp Pesmelay is liliehsel Ferndndez, owner and chief executive
officer of CarePlus Medical Centers Inc. based in Coral Gables. The company operates
12 alinics in Miami-Dade and Broward counties, has more then 950 employass snd
generates revenue of nearly $400 million a year.

Fernéndez has been a major campaign contributor © both the Democratic and
Republican parties and most recently belped raise money for Bill Richardson's
campaign to become governor of New Mexico. He has now pledged his support to
Penelw.

“I've been tryis o seise as much as [ aan foe Alex,” Berninden suid. “Hopafully, I can
raise a knndred zillion dollars for the guy.”

TASK FORCE MEMBER

Femniindez said be believes Pénelas has done greut things for Miami. Femnéndez

is s member of Penelas’ Healthcare Access Task Force, which has been studying

ways to better provide medicud services to the indigent and uninsured. Femindez was co-
chair of the subcommittee that dealt with the working uninsured.

One of the rezemsaamsiations of that sebcommitiee, adopied by the nmya, s to ments s
insurance panl, mbsidizus by taspayesn, that wonld allow small hesinptsas w affier no-
frills insuremce coverpge to their smpinyess. The mayor's task foree estimates this pool
for the working uninsured could help as many as 200,000 people in Miami-Dade County
and would allow them to seek medical help from hospizals and clinics othar than Jackson
Memorial Hospital

As pert of @ effiort 9 ruise money for Pexwlas, Fernéntics said he instruceed his
compax)y’s vice presidient, Burt Valdas; 7o stext collecting contributimms lax week goh
company esiployees.

“Mr. Valdu stmirct the fundraising at my direction,” Fernéndez explained during an
iuterview Fridsy evening.

Attchamt |
Page 1 of 15
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On Monday, Valdes sent an e-mail to all “physicians and executive level staff” noting
Peneclas haa been a “strang nuppwrer of Mike Fermusdez and CarePliy Medina! Centers”
and that the mayus is now running for ihe United Ssnes Seaae.

“[Penclas] has been working closely with Mr. Mike Fernandez and other community
leaders to effect change in the indigent care prograsms that could represent oppoetunities
for companies like ours to increase revenue while serving our indigent population and
providing alternafives ofirer than Jackson Memorial Health Systems,” the e-mail states.
“Mr. Milte Famandez I asking owch c¥ yuu for a £1,000 canmpaign eontritasion for the
Almt Fenchis foe Semae Campaign. The Ssadiise for thiis contritmtion is liridey the 26th.
He has asked fos an anmnmting of s individusde that donate and shose tiest dig nce.”

The e-mail supisins that Faméndsr waats ta ba able to thank timse who danate
“personally.” The e-mail goes on to state the checks “must be dated April 2, 2003, or
Iater.”

“All physicians, large vendors and executive Ievel staff will be expected to donate,” the
e-mail adds. _

In an intrview Friday, Vildes asfended tize soticitcion. Wiien I rend him the wsction
regundiing hovwe the mayor’s healthcare initiatives “represent opportunities for companies
like ours to increase revenue,” Valdes said there was nothing wrong with making such a
statemant.

“Anytime we can tap into any progsams, whethar they are federal or local, we see shat as
an opportunity,” Valdes said.
UP TO INDIVIDUALS

Aslud abwut tim line in Ihe c-mail in which the recipients were “expected 1o donate,” he
said it was still ultimately up to each individual.

“They understand that it is voluntary,” he said.

Penelse refused to be interviewed for this story. The mayor’s chief of staff. Javier Soto,
said he was unaware of the e-mail and expressed concern at its contents.

“I know tinst Mik= Ferndndez in public meetings of the Healthcare Access Task Force has
stated that neither he nor his enterprise would seek to engage in any tvpe of business
relatimchip with anything that is cvessod er occurs s a result of the efforts of the
Hesktheare Assess Task Force,” Sotb suid. “Se I e u little surprissid vo hear absut this e-
mail.”
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An hour Iater, the mayaor’s chief of staff called back, saying the company had just sent
him a eapy of ths e-ouall, anli thax tee suntuince thut referred to insreasing sevenue and the
seritimie that tiked sbout all pisysicians and ewwoutive leve] saff being “expestod to
domate” =mese nok in the varsion sent him.

Valdes did not return subsequent calls for comment.

Friday evening, Fermnindez said he had not seen the e-mail, but he vehemently denied his
company will try to financially benefit from the mayor’s healthcare initiatives. His clinics
mainly serve senior citizens who will not be covered under this proposal.

“I nive put a fot of thee and effoxt in this feb tying w serve this cenmmnity, and for you
to turn it around and say that ] am going to benefit from it is wrong,” he said. “We will
not participmte if it as an amwxn or & providiér of bealtimsee covenge.™

The e-mail raisgs other concems, as well.

Since Penelas has not opened a campaign account or filed his paperwork to become an
official candidate, collecting checks would violate campaign finance rules.

Political comsultant Ric Kaw, wim is acting s Pendlas’ spokesmen on nevwars relating to
the pissible bunce mee, sumglit to disemnce the mayoz mn Femifndez's cffoves.

“Thi is not the way wa hane ever done palitisst fundrhising,” Kawe said. “We do not ask
for pastdated checks. Mie aantainly weuld nnt suthorine anyare in any way to eallest
checks before we have opened a campaign or a campaign account.”

Katz said nane cf Penelas’ advisors knew what Ferndndez was doing.

“What happens is that people who think they are felping do things unbeknownst to us,”
he said. “That kind of violation of the campaign finance regulation is not invited, not
condbned wad 10t wanted by Alex Ponelss. W will follow the rules. We wilt follow
every bit of the federal election law.”

Fesodndea said ka has speiken to Panclas several times abwut the mayor’s desin to run far
the Seaste. He offered confliciing smtements. however, ahout why he esked Valdes o
start collecting checls for Penelas' Senate campaign.

“Alex is gearing up for s campaign,” he said, “and I was asked to work toward that
effort.”

Who asked?
“I hawa frinnds wha are political, and I said I would raise soma maney for him,” he said.

Attachment 1
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A RETRACTION

Asked again for the names of those who requested his fundraising belp, he responded: “I
retract that I was asked. I am doing it because I want to help the man. | was not asked by
anyone to collect these checks.”

Neither Fernédndez nor Valdes would say how much money they raised for Penelas last
week, but Katz said it doesn't matter.

“We will not be accepting those contributions,™ he said. “Absolutely not.”

Attachment 1
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Was helping hand from strong arm?

Christmas came early for somee of the doctors and executives of CAC
CarePius Medical Centers. Last week, employees who were pressured
to write checks for Alex Penelas’ Senate campaign were given those -
checks back,

"Everyone was very pleszed,” said ¢i:2 employee.

Company executives had sent an e-mail last month soliciting money
for Penelas’' campajgn bafare Penalss had even opened a campaign
account. The letter told employees that the company's owner, Michael
Fernandez, wanted "an accounting” of everyone who gave and those
who did not.

"To tell me that a list was going to Be kept, and that we ai= going to
know who did and did met cuntribute, R was just toe much sMtrong-
armirg for nee,” the employee said. ° *It's just not American. The
election process Is very sacrosanct."

EXPERTS WEIGH IN

Experts in campaign finance law say the efforts by CarePlus and its
executives on behalf of Penelas, the Miami-Dade mayor, may have
violated federal rules, particularly those that prohibit using corporate
resources to raise money for candidates.

The Heruld Ias lesimed CAC CusaPins made a simiir push f6r
campmigm sprtnbutions 25t yrear on beehalf of U.B. Sen. Bl leisen.

In a lettsr to company nmgieyses dated April 24, 2002, Fernandez
applauded Nelson as "the only voice representing us in Washington,
D.C., on the CAC fight with Medicare.” He also thanked Nelson for
Interceding with "regulators” to persuade them to keep the clinics
open.

"Now it's time for us to lwip Gemetor Bid Kelsun," he wrote.

z.{ Shoppi
’a.l oppIng
Findal
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The 12 dinics, originally owned by Pan American Hospital, briefly
closed in December 2001 for fifanciel reasons. The dinfes, which
cater peitnprily to eerly Cubon Ameriosws, reopumadl #5ter fun
Amerizan seid thonm to Farmmxing in a seal megetinind i Numins'
office. At the time, Pannlar Siid he hamme inucksnd hacrsue many
constituants wern affectad ty tha dasing.

%

But it was not previously known that Nelson may have aiso played a
role. .

Archives

:.":'.e.#'?’..' el In raising money last April for Nelson, Fernandez asked for a donation

Place an Ad of between $1,000 and $2,000. The letter states, “"this is not a

Site Index requirament, but a saguest.” The letter alnp instructs tis: anspioynes

Contact Us to mall the checks to Femansiez at the comnany's main office by May

Moz Herald Services

oo, o 12002

1 Nuswo Nerald

Strast Two employees who recelved the letter said despite the language that

Gay South Forida this was only a "request,” supervisors at the clinics told them they

Experiance Destinations |

More Partnars were expected to donate. we
"The stiministrettr told me th=t a st was geirg (o be laept of whe dRI 'd
and did not eomiribete bevanse Michael had asked for a list,” one of 0|
the employees told me.

ga'

A reviaw of Nalson's campaign finance reports rewaals that en May
20, Neison, who Is up for reelection in 2006, received a bundie of
approximately 48 checks totaling more than $50,000 from CarePlus
employees and other companies and individuals refated to either
CarePlus or Ferrandez.

Fernawinz did mut riaturn oy phume calis.

REVIEAING THE RIS

spokesman for Nelson in Washington, started researching exactly
what efforts the senator or his staff may have made on Fernandez's
behalf. McLaughlin was still pulling information together Monday
evening, but sald members of the senator's staff in Florida remember
Fernarajex wi's "t out amazéw and happe' Bt the help Nelson's
office was sdle {8 provien awd becane 8 "biy Bill Nelnan suppmran*
afteraand,

start

(13
At the requast of The Horald on Monday, Dan McLaughlin, a ‘;I
L 5y

"We tzy t2 give that sama sart of fealing to exeryona,” he sald.

= &

email this | priit this
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Many Penelas donors linked to firm's chief
BY PETER WALLSTEN AND JASON GROTTO
pwallsteng@herald.com

Miami-Dade Mayor Alex Penelas, whose campaign pledged to reject contributions for
his U.S. Senate campaign resulting from a controversial e-mail appeal sent to
employees of a South Florida healthcare firm, took tens of thousands of dollars
from people associated with the company. & Herald analysis of campaign finance
records shows that employees, re&latives and busiress associates of Michael
Formandez, owner and chief executiwe officer of CarePlus Medieal Centers Imc.,
denated at loast $68,000 to Pemaielas' campaign -- all copmecied to the same dzy in
May that Fornandez hosted a fundraisexr at his home.

Penelas' campaign had pledged not to take contributions resulting from
Fernandez's initial fundraising appeal, made in an e-mail by Fernandez colleague
Bert Valdes to company physicians and executives.

The e-mail eited petential reforms by Penelas "that could represent opportunities
for compuniee like vurs to increase revenua." The e-mail asked that each persun
donate $1,006 to the mayor's Sonate campaigp.

Fernandez 2orved om a baak forée oreated by Penelas to study ways to improve
healthcare access for the poor, in part by using private providers.

The practice of "bundling" campaign contributions through a company and its
employees has drawn fire from campaign finance watchdogs, who say the bundling
allows candidates to raise large sums despite strict limits on individual
contributions.

"At besu, it's tlm legal way aroumd the ban on corporstions giving," said Larry
Noble, emnoutive director «f the Canter for Reermamaive Politice in Washington and
a farmer Fardatal Elections Nommiasicn general counsel. "It allows them to get
credit for delivering the contributions."

When Herald columnist Jim DeFede wrote about the Careplus e-mail in March,
Penelas campaign officials distanced themselves from Fernandez's efforts and
pledged to return any money raised by the e-mail. Fernandez pledged that his firm
woulé not benefit from the task force recommemriations, =zixl the issue appeared

Copr. © West 2003 No Claim to Orig. U.S. Govt. Works
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dead.

On Tuesday, the mayor's campaign staff said the contributions revealed in The
Herald study weare the result of the Fernandez fuadraiser ~- not tke controversial
e-mail.

'LETTER OF THE LAW'

"Any and every dollar the mayor raises for his campaign will be by the spirit and
the letter of the law," said Ron Sachs, a Penelas spokesman.

Fercandez could mot be reached for comment late Tucmday.

Penelas is running for the Senate seat that would be vacated by Sen. Bob Graham,
who is running for president.

The Herald analysis is based on his first fundraising report since opening a
campaign account in April. Penelas' $1-million fundraising performance during
April, May and June impressed potential supporters and positioned him as a key
rival to U.S. Rep. Peter Deutsch of Pembroke Pines, who ham stockpiled millions
in aaticipation of the rate.

Tho crowiled field »f Damocratic sairenders also iccludes U.S. Repez. Allen Boyd of
Monticello and Alcee Hastings of Miramar, along with former state Education
Commissioner Betty Castor.

The Fernandez contributions are sure to draw the ire of Penelas' oppanents,
specifically Deutsch, who has made clear his intention to run an aggressive
canmpaign targeting the Miwmi-Dade mayor.

Indeed, Deutsch filed a Federal Plections Commission eomplaint late Tuesday about
the Careplue contributicns bmsad on remsenzch by his ocen staff, citing the earlier
e-mail and mlleging that donations were illegally coerced. Deutsch's complaint
cites $49,000 in Careplus-related money given to Penelas.

LONGTIME SUPPORTER

Penelas' finance director, Fred Fenachem, said Tuesday that Fernandez is a
longtime supporter of the mayor whosa interests are perscnal, not business
related.

Menachem said that the earlier e-mail did not vioclate the law, but that the
campaign did nat accept any contributioms rmsulting from that iaitial appeal --
oaly from the Nay fundraising event.

"Did Mike put together the fundraiser and ask people to attend? Absolutely,"
Menachem said.

"Did he collect the checks ahead of time and bundle them to the campaign? No, "

Copr. © West 2003 No Claim to Orig. U.S. Govt. Works
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Menachem said.

To campaign finance watchdogs, any effort by an individual executive to raise
tens of thousands of dollars circumvents newly strict fedexal laws degigned to
limit the influence of special interests.

Individuals are limited to donations of no more than $2,000 to Senate candidates
for a primary, and then $2,000 more for the general election.

---- INDEX REFERENCES ----

NEWS SUBJECT: (Domestic Politics (GPOL); Political/General News (GCAT))
REGION: (United States (USA); North American Countries (NAMZ))
EDITION: Fl1

OTHER INDEXING: politics; legis; flnews; dnews; topnews; news

Word Count: 725
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Traffic | Westher  The good people of CaroPlus Medical Centers are mara than just —_
News - healthcare professionals. Apparently they're psychics as well.
« Niami-Rade
« Nelghbors . Last month, corporete exeantives of CarePlus serit a memo to Its
« Broward senior emiployees, soliciting & $1,000 cen®®ulicn from each of them
: m . for the Alex Penelas for Senate Campaign. The employees were told
ronite T to postdete the shen's April 2.
» Natiem
* World Lo and bshald, when that magic day rolled around, Pengias officially
::""':."‘” opened his Senate campaign account.
* Hailti
= Canada Colincidence or collusion?
« Politres
: ::::::"uu- Last week I asked Bert Valdes, vice presideift of CarePlus and the
« Weind liews man who sent the solicitation letters to the employees, why he
Sporm wanted tinu chwsinies pustaintad.
Bustaem
Trosical Uite "That Is a gaar qunstion,” ba replied. * *1 don't knmar why.”
Health
Hame & Garden Since first veriting last Sunday ahaut the company's efforts for
;"I":' Penelas, I've spoken to a number of lawyers and other experts in
st campaign finance law who say CarePlus executives may have violated
Corresticns several rules and regulations.
City @nide
N One prebiom s that i the mewwo  scplopwes, CardRiue execstives
Calendas stated thet: the checks for Penelss wouid be coliacted by aringuoy
Dave Sarry officials.
Dolpbina
Photo Gallary
Obituaries "That is called bundiing, and it is a prohibited activity,” explained
Action Line Larry Noble, who was the general counsel of the Federal Election
Lottery Commission for 13 years and is currently the executive director at the
Comslss ' Center for Responsive Politics in Washington, D.C.
Conlnets
Teziny's Frout Page PURPOSE OF BUNDLING

Attatiment 1

http://www.broward.com/mld/mimmihesid/news/oolesniste/jim_defede/5545143 . htm Page 10 of 15




11044293038

The Miami Herald | 04/03/2003 | Did fundraising break the rules?

Webcams
Message Boards
Maps & Directions
Yellow Pages

EOE.
Jobs

Cars

Homes

Clasiifinds

Newspaper Ads
Spucial Sections

n ..
Archives
News by Emall
Subscribs
Place an Ad
Site Index

Contact Us
Morae Harald Services

Nuevo Herald

Street

Gay South Florida
Expesiance Deatiautions
More Partners

Bundiing of individual checks, to be presented to a candidate from
someone deurly representing an Interest group or a8 company, IS useld
to evage tho aw's prohititien ¢f comorste domtions imd RIS on
PAC coniritudons.

"That very well may be a probiem," Nobie said. ' * The amount of
money thay ars spasding on this opesstian, the shaff tima of writing
this solicitation and gathering the chesis, is a prohibited corporate
contribution.”

One question unresolved Is the connection between CarePlus
executives and Penelas. Did Penelas, either directly or through
Intermenitarion, ask cowtpany Presitimt MaRad! Feraanitz or othes
execitines tn gank mising neneay for tie Seaaty eampaion befone the
campaigh acamiat was ever Qpanad?

Peneinc spakesman Ric Katz nalkd ae ene comnected to the mayor
authorized anyone at CarePius to start raising money. Katz said the
money raised by CarePlus would not be accepted by Penelas.

Last week, Fernandez admitted that he had been asked to help
Penelas. When e was pressed for detalls, he said® ' °I retract that i
was asked. I am doing it because I want to help the man. I was not
asked by azyue to catiect theme ciwecks.”

Noble sald the wrangsnmant appears susidous. “As a farmer general
counsal for the FEC who used ta Investigate these sorts of things, I
would say that this is clearly something that has to be looked Into,"
he said. "’ If they were saying postdate the checks to April 2 and on
April 2 he opens up his campaign accuant, that to me is evidence of
coordtrigtion,”

UPHILL #TRUGGLE

Given the remereus scandals over the years inside county
government, Penelas is already facing an uphill struggle to convince
voters In Central and North Florida that he isn't shady or crooked.
Therefore, any investigation examining the links between Fernandez
and Penelas could cause problems for Penelas at the outset of his
campaign.

"It is more sevioun ift the sensu that it Aow draws e san@RINE litho
this,” piwbin said. ' ° So witatvuer Hiegal cersusate 2ctivity that has
gone om, If in fast the cendiiigir was iavolved, thm tim cendidate
could ke kit fior that as well. Often in these schemes, the claim is that
the candidate didn't know anything about it. The corporation went off
on their own. But here [ think you have some prima facie evidence
that there was at least some coordination.”

Noble said either the Federal Election Commission or the U.S.
attorney's office would have jurisdiction, but in the vast majority of
cases such as this, the FEC would handie e matter. A spokEuman

http://www.broward.com/mld/miamiherald/news/columnists/jim_defede/5545143.htm :"'“:':":‘f l‘s
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for the FEC in Washington declined to comment.
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Deutsch files FEC complaint
over Penelas fund-raising

Thursday, July 24, 2003
By KEN THQOMAS, Amncisted Press

miAM; — U.S. Rep. Peter Deutich filed 8 complaint Wednesday with the
Federal Election Commission alleging that Democratic rival Alex
Penelas illegally coerced donations from a South Flarida health care
company in their U.S. Senate race.

The cemplaint by Deutsch, D-Fembroke Pines, accuses the Miami-Dade
Coumy mayor of reeciving af Rest $59,000 in illegal contributions from
41 employees and their spouses of CarePlus Medical Centers Inc., of
Coral Gehles. IRoth are corapsting for the ssilt of Sexn. Rob CGicaliam, whe
is runring for presidaat.

A Miagsi Herald columnist reported Marck 30 that a CarePlug executive
sent an e-mail to company physicians and executives asking for
domuomofSlOOOmPendu'cmpum.whchhldmtyetopemdu
campaign account.

Pemniag’ smemuign toid sne newgpagier th it weenid rejest centritintions
ressiting fimms the e-mail. But a camieor of Faneins' most maseni cammaign
fimence pepert in Wednesday's Herald found the mayor's campaign
received $68,000 in contributions from employees, relatives and
business assaciates of the fizm.

Ryan Hampton, Deutsch's finance director, called the case a "clear
violation" of the 1971 FEC law.

*It's clesr from the Penelas campaign statement of March 30 that they
were aware of the possible coercion being exercised on Penelas’ behalf
and dempite that tnowindge the: mayor sisus to accmit shese quastionable
contribmtinns after telling the press through a spokesperson that he
would not," Hampton said.

The mayor's campaign staff said the contributions wers the result of a

May fund-raiser held by Michael Fernandez, the firm's owner and chief
executive, and not connected to the o-mail. They said they do not plan to

http://www.naplesnews.com/03/07/florida/d95258 1a.htm
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Ron Sachs, a Penelas campaign spokesman, said the mayor requires
anybme riditing saonmy lsr his campaign te fbilow the Yepisit aad tix
lettar of tha linv” ami criticied the Deutsch estapaign for mieasing she
camplaint to: asparters hofare tiae mmyor's campaign sad learmed of the
filing. :

Deutsch has "embraced a strategy of slash and trash as opposed to
sharing a vision and that will not sell to voters in a primary or a general
clection,” Sachs said.

Penelas cempaign officials said every person planning to hold a fund-
raiser for him receives a sheet outlining federal regulations on the
cmtritintinas and svents. Tho shast sansindes with an underlined
sontsnne: "Phanse da awt send et any invitations without prior gpproval
from the campaign.”

The e-mail by Fernandez colleague Bert Valdes in March mentioned
potential reforms by Penelas "that could represent opportunities for

companies like ours to increase revenue.” Fernandez had served on a
task force crented by Peselss te stud; ways of impreving heallh care
amsen for the poor, in pptt by: tuing peivats poovidess.

Fumenti>z okl the sewspaser in Muroli that his firm weshl nat bemnlit
from the tatk fosoe mecomsmandations. Ea did not reture a paone call
Wednesday.

In the e-mail, Valdes wrote that the deadline for contributing to the
campaign-was March 28 and said the checks "must be dated Aprfl 2,
2003, or Ister.” Penelas filed his papers allowing him to begin raising
money for the campaign on April 2.

Tike v-mmil added: "Ali physicimz;, imnge wintars and exseutive lomel
staff will be smpected to donate”™ aml nsées fnat Feroxaden "hias askad for
an aoonatieg of tha indimiduzie that domate and those that did not.”

Valdes told tize Harald in March that the secipients af his e-mail
understood that making a contribution was voluntary. He was on
vacation Wednesday and did aot return a phone message lefl at his
offfice.

Kemeth A. Gross, 2 Washington-bosed campnigh Smems hwysr
retainyd isy thé Dentount campnimn, said it vns diffienlt to deaw
canclusions on nhsthar a violotion had ascurrad. Gaass servad as an
assopiate general counsel and the FEC's head of enforcement from 1980
to 1986.

"There's smoke. I don't know how much fire there is,” Gross said. "It
really needs to be looked into whether there was any coercion.”

http://www.naplesnews.com/03/07/florida/d95258 1a.htm
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' Dentsch files FEC camplaint ave: Penclas fund-raising Page 3 of 4

The FEC complaint was the latest skirmish in the growing feud between
Deutsch and Femetis. Deutsch kes secused Penelas of hurting the Gore-
Licbensvan presidential tickeet in 2000. Perelas backers Imve acemod the
congmissman of nestisiinging and bullying neasly a ysar befisss the
Augest 2084 privasry.

Other Democrats in the race have called for a truce and worry that it
reflects pearly an the party and conld hamper their chances of holding
Graham's seat. '

Bob Doyle, a spokesman for U.S. Rep. Allen Boyd, D-Monticello, said
@drcamptignfound'itdiﬂusinﬂhnﬂwbpicilmupfor

. MORE

naplosnows ;
Tiia field ahe includes former state Education Commissioner Betty FLATURLS
Castor of Tampa and U.S: Rep. Alcee Hastings of Miramar. None of the
Demacagts plan to run if Grabam decides to seek re-election.

more than $3 million on hand for the race and Penelas had raised about
$1.1 million. '

The Repulslican field intindes U.S. Rep. Mast Falcy of West Palm
Beach, foirmr U.S. Rep. Bill McCollum of Longwood and House VTRV
Speaker Johnnie Byrd of Plant City. State Sen. Daniel Webster of Cith et T
Wintar Gardea and U.S. Rep. Dava Weldon of Palm Bay are camsidaring

the mace.

D4 Eommil this seary Sorm friend.

B Format this story for printing,

JO Search wr aditwe for misted sinries:
I advanced search

Navigation:
Go tn today's Forida section front

Go to another section... v]

.
Alse in tsslay’s Flosida section:
ANUIEX WIEOW SUES Tor 320 MEON. Alegmng il

Attachment 1

http://www.oapleenews.com/03/07/florida/d95258 1a.htm Page 15 of 15



